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THE WHITE HOUSE 
WASHINGTON 
March 23, 1971 
Dear Mr. Chairman: 
In behalf of the President, I would like to thank you 
for your letter of March 18 concerning the water and 
sewer loan and grant programs of the Farmers Home 
Administration. 
The President's 1971 program proposals in the 1972 
budget include $44 million for water and sewer grants 
(an increase of $20 million over the amount originally 
requested for 1971) and $160 .million in direct and in-
sured sewer and water loans (an increase of $30 million 
over the amount originally budgeted for 1971). The 
amount of loans and grants budgeted for FY 1972 totals 
$231 million, a further increase of $27 million over 
the amount currently requested for FY 1971. The total 
number of loans and grants budgeted for water and sewer 
projects also shows a significant rate of increase for 
the 1970-72 period; e.g., 1970 - 1,508 loans and grants; 
1971 - 1,708 loans and grantsj and 1972 - 1,740 loans 
and grants. 
While we recognize that even this rate of program growth 
is not adequate to provide financing for all sewer and 
water project applications received by the Farmers Home 
Administration, the same is true with respect to many 
Federal programs for which sufficient budget resources 
are not available to fund all requests for Federal assis-
tance. Furthermore, in view of the recent substantial 
easing in the private credit market coupled with signifi-
cantly lower interest rates, the current budget proposals 
for the FHA sewer and water program contemplate substantially 
increased use of private credit by rural communities. 
In the development of the Administration's budget request, 
it has been necessary to hold many programs at, or even 
below, the 1970 level in order to achieve the President's 
budget policy of a full-employment balanced budget. We 
believe this policy is realistic and sound as a damper 
on further inflationary pressures on the economy. 
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The 1971 sewer and water program levels have been planned 
by the Agriculture Department in accordance with the 
foregoing. Most of the unused 1971 grant authority will 
be used to finance the 1972 program. 
I hope that the foregoing information will be helpful to 
you in describing the reasons for the present FY 1971 and 
1972 budget plans for the Farmers Home sewer and water 
programs. 
William E. Timmons 
Assistant to the President 
Honorable James o. Eastland 
United States Senate 
Washington, D.C. 
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